1 REVISOR 4685.0805

4685.0805 UNCOVERED EXPENDITURES.

Subpart 1. Defined. Uncovered expenditures as referred to in Minnesota Statutes,
section 62D.041, are expenditures by a health maintenance organization or a contracting
provider for health care services by a provider who is not a participating entity and who
1s not under agreement with the health maintenance organization. Examples of providers
not under such an agreement may include those providing out-of-area services, in-area
emergency services, and certain referral services.

Subp. 2. Documentation required. If a health maintenance organization claims
certain expenditures that meet the criteria of subpart 1 are covered because they are
guaranteed, insured, or assumed, the health maintenance organization must give to
the commissioner, with its annual report, documentation of the arrangements. If the
arrangements are unchanged from the previous year, the health maintenance organization
may reference previously filed documents. Documentation means applicable contracts
between the health maintenance organization and the entity guaranteeing, and an
explanation thereof.

Subp. 3. When insured. An uncovered expenditure may be considered insured within
the applicable coverage limitation and covered if the health maintenance organization can
demonstrate to the commissioner that:

A. the health maintenance organization has reinsurance under Minnesota
Statutes, section 62D.04, subdivision 1, for nonelective emergency services and services
provided outside the service area if those services were provided by nonparticipating
providers and any other services provided by nonparticipating providers; or

B. the health maintenance organization has insolvency insurance that expressly
covers enrollee obligations incurred before and after the date of insolvency, including
obligations to nonparticipating providers.

Subp. 4. When guaranteed. An uncovered expenditure may be considered
guaranteed and covered if the health maintenance organization demonstrates to the
commissioner that the guarantor has agreed to guarantee obligations of the health
maintenance organization to nonparticipating providers and if:

A. the guarantor has demonstrated to the commissioner that it has set aside an
amount of money in a restricted reserve or other method acceptable to the commissioner
equal to the amount of deposit that it is guaranteeing; the guarantor has issued a letter of
credit; or the guarantor has demonstrated to the commissioner that it is a governmental
entity with the power to tax;

B. according to its terms, the guarantee cannot expire without written notice from
the guarantor to the commissioner and the notice must occur at least 60 days before the
expiration date;
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C. the guarantee is irrevocable, unconditional, and may be drawn upon after the
insolvency of the health maintenance organization; and
D. the guarantee may be drawn upon by the commissioner.

Subp. 5. When assumed. An uncovered expenditure may be considered assumed and
covered if the health maintenance organization can demonstrate to the commissioner any
other arrangement for uncovered expenditures to be paid by an entity other than the health
maintenance organization even in the event of the insolvency of the health maintenance
organization. The commissioner shall require financial information relating to the capability
of the entity to assume the risk of uncovered expenditures.

Subp. 6. Calculating uncovered expenditures. The health maintenance organization
must make an annual calculation of uncovered expenditures according to items A to E.

A. The health maintenance organization shall determine the amount of annual
uncovered expenditures in the relevant year before adjustments for guarantees, insurance,
or assumptions.

B. The health maintenance organization shall adjust the amount of uncovered
expenditures in item A by subtracting:

(1) reinsurance receipts that are described in subpart 3, item A, that are
accrued to the relevant year, and that reduced those expenditures; and

(2) any relevant assumptions of risk.

C. The health maintenance organization shall multiply the adjusted amount in
item B by 33 percent.

D. The health maintenance organization may subtract from the amount in item
C the amounts of any guarantees and insolvency insurance that would reduce uncovered
expenditures in the event of insolvency or nonpayment.

E. The health maintenance organization shall use forms supplied by the
commissioner in annual reports to report uncovered expenditures.
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